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Sttmmary 


Since 1946 it is estimated that the USSR “has extended approxi. 
mately $1, 747 million worth** of credit to ethers countries of the 
Sino-Soviet Bloc, Of this amount, a tatal of about $1,277 million 
wis extended to the European Satellites, and $470 million to Com~ 
muniet China and Nerth Kerea. tn addition,;"the USSR has made an 
outright grant of $250 million to Nerth Koren. ‘These credits were 
extended to the Satellites to finance commodity importa, 75 percent. 
of which were to he supplied by the USSR, Of total credits extended, 
# total of at least $650 nrillion waa for capital equipment from the 
USSR, and a total of $341 million was for food and raw materials 
from both Soviet and other sources, The commeadity composition of 
the remaining $726 million has not heen determined. 


Poland has received the largest amount of Soviet credits ($614 
million), followed in order by Commuanist China ($430 million}, 
East Germany ($344 million),.and Czechoslovakia ($254 million}, 
The major portion of the credits to China and Poland are for indus- 
trial development, whereas those te Fast Ge rimany and Czachoglavakia, 
which have highly industrialized econormias, are largely for the 
financing of imports of food and raw materials, 






when 


* This report represents the best judgment of ORR as of 

1 Pebruary 1955, ; 

** Dollars throughout this report are currant US dellars at official 
exchange rates. 








In addition to extending credits to the Satellites and the grant 
to North Korea, the USSR apparently hag established organizations 
to facilitate the exchange of students, technical advisers, and 
technological data between itself and Sine-Soviet Bloc countries, 
Moreover, the exchange of data on Patents and technological de~ 
velopments is made, according to Soviet sources, without charge. 
Soviet advisers are known te have been prominent in all major 
economic enterprises in the Sino-Seviet Bloc, although in the 
Huropean Satellites their number appears ta-be decreasing. It 
ig difficult to assess the influence of these Soviet advisers on the 
economic development of the Sino-Soviet, Bloc, but it can be assumed 
to have been of major iaaportanee., 
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TI, Inteadaction, 
ce eT co ORE ra 


' Any discuagsion of economic aid Provided by one country to another, 
or lo another group of couritries, must he preceded by a definition of ° 
what conatiftutes economic aid. The term is so general that it may 
ScOmpass numerous activities, ‘This report avoids relatively abstract 
digcuasions and concerns itsalf with the more concrete forme of 
Soviet economic aggsistance+: hamely, (1) outright gifts of currencies 
or materials; (2) proviaion of currencies or materials on a defarred 
payroent baaia; and (3) technical aid, including personnel, documents, 
and materiale, 
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* Exeluding aid of a military nature. 
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I. Media for Economic Assistance, 
EI re AN rate TN UNS mmr UN MT ilitisnes 


A. Council for Economic Mutual Assistance.’ - 





In January 1949 the Couneil for Economic Mutual Assistance 
(CEMA) was formed for the Purpote of coordinating the economic 
planning of the Soviet Bloc countries as well ag the economic inter. 
relations armong.them. The original members of the Council wers 
the USSR, Poland, Gsechoslovakia, Rumania, Hungary, and Bulgaria, 
Albania was aduritted to metibership in Febroary 1949, and in late 
1950,East Germany also was admitted. | ‘* Recent information re- 
veals that North Korea aud Communist Ghina have cloge Links with 
CEMA and that.programs of economic and technical aid te these 
countries are carried ont under the general supervision of CEMA, 
althéugh there is no conclusive evidence that either is a member, 2/ 


: The functions of CEMA as stated in its Protocol are aa 
follows: "{1) To coordinate the economies “Sf the dignatory coun- 
tried inte a single plan prepared by the Gouncil, (2) to encourage 
complementary development of the natural resources of members, 
(3) to improve the materials supply of the member countries, 

{4} to ‘exchange experience, ! (5) to standardize production and 
quality, (6) to provide stable markets, and (7) to arrange inter- 
national loans," 4/ Because the USSR is the initiating amd dominant 
member af the Council, it follows that the Council must be considerad 
ont medium used by the USSR for tranemitting economic agsiatance 
lo other Soviet Bloc countries. , 


CEMA consists of representatives feom each of the member 
countries who meet whenever necessary, but at least quarterly, The 
daily operations are conducted by @ permanent Secretariat in Moscow 
which has the authority to make decigiona, but-these decisions are 
subject to ratification by the Council, Delegations to the Council 
fram the rember countries are feported to be headed by the Chair- 
men of the respective State Economic Planning Commissions. The 


© For serially tumbered source references, see Appendix C. 











Ministry of Foreign Trade is usuaily represented in gach delegation 
by either the Minister or a Deputy Minister, 4/ 


The CEMA Secretariat [sometimes called the Executive Cora - 
mittes) is reportedly staffed by 2,000 specialists (presumably pro. 
feasional-claaa employees), of whom about 7) percent are Russiang, 
Te the Secretariat, cach member country sends one permanent dele — 
gate who is accompanied by a staff PrOueDey composed of clerks and 
technical advisers, 5/ 


; it has not. been determined whether CEMA maintains its 
Mateon withthe Soviet government through the Soviet Minietry of 
Foreign Trade or the State Planging Commission, Although the 
Soviet personalities in CEMA activities are “Simoat completely un» 
known, Molotov, Kosygin, Mikoyan, and Saburo+ have hean reported 
as heading the Soviet delegation, 6/ 

From the economic point of view, GMA existe mainly to 
implament Soviet policies fox Soviet Bloc trade and Blo econemic 
planning, .The Secretariat, which ia located permanently in Moscow 
ami staffed predominantly with Soviet perconne!, is the dominant 
force in the GCENLA organization. All fonctions of the Council are 
conducted purguant te propasals initiated by the Secretariat. The 
duty of the signatory countries to make information available to 
the Gouncil and te accept and follow the Council's ‘recommendations 
is an obligation fo the Secretariat and not to the Council. The, 
Satellites alsa must semi to the Secretariat meanthly reports concern- 
ing their production and other economic and financial infor mation, a 


Planning in the Horapean Satellites ia becoming moore cen~ 
tralized in the Moscow CEMA apparatus, Economi¢ cooperation 
has advanced ta sach a degrees that the Satellites are now ready to 
aitbark upon caardinated Five Year Plans in 1956 -. plans in which 
CEMA has apparently had considerable voice and may exercise a 
significant degree of control. &/ 


Although Communiat Chiesa and North Korea are not known 
te be members of CEMA, evidence indicates that if they are nat, 
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the trend is toward membership. Should Gommoeniat China be per- 
mitted to follow lines of economic development contrary ts CEMA 
plans, great difficulties would be created for a Sina-Soviet Bloc- 
wide program of ¢conemic cooperation, H China should join CEMA 
it probably will have a much lesa subordinate statas than do the 
Euvopesn members’ af 


In addition ‘to the planning functions of CEMA, it will be 
shown in other sectiona of this repert that the. Saviet intentions ; 
to “exchange experience" and to arrange international loans, as 

.cepresced in the CEMA protacol, are alan being carried ont. 


B, Commissions for Scientific and Technic! Cooperation. 
Commissions fox Scientific and Technical Cooperation (CSTC) have 

been set up in the USSR and in each of the Sino-Saviet Bloc countries. 
These commissions handle exchanges of plans and blueprints, infsrma—_ 
tion on technological developments, and te¢hnical adyisars and 
trainees, 10/ ft is assumed that these commissions fall under the 
general supervision of CEMA, <ince their activities coincide with 
function mimber four of the CEMA protecel, * 


in each Sine-Seviek Bloc country the Commission for Scien~ 
tific and Technical Cooperation is divided into national sections, 
with a section for each of the other Bloc members. Thos within the 
soviet Commission there are sections such as the Soviet-Rumaian, 
Soviet. Polish, and Soviet-Bulgarian, and within the Rumanian Com-.- 
mission there are sections such as the Ruminian-Beoviet, Barmanian» 
Polish, and Ratmanian-Bulgarian. |1/ tn addition to the national 
Sections, it appeare that there are aleo ceordinating committeas 
cotablighed on an industry basis, theough which the exchange of 
technical data and personnel for particular industries is facilitated. lef 


The Sovict Commission signs annual protocols with each of 


the Satellite Commissions.#* These protocols apecify in rather 


* Bee A, above, ; 


e Similar antiual protecels also are Signed between the various other 
pairs of Seviet Glee countries. 


ie 





. general terms which areas of the econernies of the Satellites will 


exchange tecnnical aid with the USSR. The major portion of this 
technical aid flows from the USSR, but apparently the USSR is 
willing to accept technical advice from thase countries which are 
more highly developed than the USSR in certain induatriaa ar 

in particular phases of industrial processes. : 


Soviet propaganda ‘concerning the technical agsistance prota. 
cols invariably boasts that exchanges of plang, technological data, 
patents, and licenses are made without charge. The salarica of 
technical adyigers and costa af maintaining ahd inetructing trainees: 
apparently are paid for by the recipient country, | 

Table 1* shows the substance of t6T%nical and scientific 
udopevation protocels in effect in 1944.55 between the USSR. and 
sélected Soviet Bloc countries, 


mea 
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G. -.Takhnoeksport, eM 
2 rrr HARA AHA omer 


in the All-Union corporation, Tekhnocksport, the USSHK has 
An organization specifically designed to manage the exportation of 
capital equipment and supervise its installation abroad, Specifically, 
Tekhnocksport provides plans, drawings, sapervisery personnel, 
and complete equipment far new projects abroad, It alae reconstructs 
and modernizes existing plants in the following industries: extrac— 
live, metallurgy, chemical and pharmaceutical, machine -tool build. 
ing, @utomobile and tractor production, agricaltural machine build. 
ing, textiles, foodstuffs, cotton growing, timber and paper, Guil ding 
taterialg, hydratechnical works, copamunications plants and wire- 
less stations, steam Power plants, and hydroelectric stations. laf 


_ Ef @ppears that Tekhnoekaport Procures the services af 
specialists from the appropriate Soviet industry far the projects 
which it supervises abroad. There are indications alsa that 


Tekhnocksport takes Home part in arranging for training of the 


workers whe are to undertake operation of the installations after«ae 


s* Table [fellows on Bp. 9. 


** Continued on p, 12. 
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their completion. 15/ It is not known Whether the “Tekhnoekaport 
activities inexchanges of technical personnel ata coordinated with 
those of the Commissions for Scientific and Technical Cooperation 
(CSTC}, but it seems likely that some coordination is effected, + 


al » 





card 
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ls, Jcint Steck Companies. Vy Xe 


The joint stock companies which the USSR. has formed in 
Rumania, Hungary, Bulgaria, Communist China, and North Korea 
have in most cased ‘been organizations throiivh which the USSR hes 
been able f6puide and stimulate the development of certain areas 
of thesa célntrics' economies to the benefit primarily of the USSR. , 
In certain respects, however, the USSR has provided limited eco- 
nomic asgistance to its partners through the joint companies, 


Gonfiscated former enemy properties have, fdr the most 
part, formed the basia for the Sowiet contributions te the joint stock 
companies, The Soviet interpretation of what constituted former 
aneiny désets was often a very free one, with the result that the 
legality of the Soviet actions in many instances is extremely 
questionable. 18/ Ss 


Standard clauses of agreements establishing joint stock 
compani¢s exernpt these companies from taxes, allow independont 
use Gf foreign exchange, guarantes the USSR an atinual rate of 
profit, and agtablish their priority over other companies far raw 
materials, equipment, and labor, Lengequently, the companies 


» {gh . 








jointly owned with the USSR usually have developed more rapidly 
and operated more efficiently than others, laf 


The USSR has recently been ivaplementing a policy of re- 
turning its shares. in joint companies ta their parent countries. 
Betwoon September and November 1954 the USSR returned to 
Rumania, Bulgaria, and Hungary the Soviet sharea in nearly all 
the joint compani¢# in thoge courtries, The exceptions are the 
companies controlling the oil industry in Rumania, and oranium 
mining in both Rumania and Bulgaria, All of these have great 
atrategic value. The joint companies in Communist Ghina, which, 
aince the 1950 Sing-Sovict Mutual Assistance Treaty, had been 
operated on moxe of an equalitarian basie“than those in Eastern 
Europe, were to revert wholly to Chinese ownership on 1 January 
1955. The statue of the three joint companies ia North Korea ia 
not known. The USSR is to be reimbursed for its Shares in alt of 
these companies over a period of years atterms which Soviet 
sQurces describe ae “preferential, " auf 


, The extent to which these joint companies can be considered 
media for Soviet economic agadatance to the Bloc countries depends 
upon three factors which at thie time cannot be accurately asseRsed; 
{1) the degree ta which the beneficial effects of priority treatment’ 
for the joint companies overshadowed the detrimental effects of thig 
priority on nonjoint companies, (2) the extent to-which Beviet ine 
vestmient in theme joint companies was real investment, and (3) the 
difference between the sale price and actual value of the Soviet hares, 


E. Industrial tojects Commisaion. 





There is reported to be a Sing-Soviet industrial Prajecta 
Commission operating in Manchuria for the purpose of directing 
the indeatrial and civic development of central and northern Manchuria, 
According to the reports of White Russian refugees from Manchoria, 
thin organisation was established in 1952 with headquartera at Harbin, 
It io alleged to be reaponsible for the planning and supervision of new 
construction and for the arrangements to obtain the nectdaary advisers, 
technicians, plants,and equipment from the Soviet Bloc. The - 


~ 15 . 








technicians employed by the Commiséion include Soviet Rusgiang, 
Ghinese, and White  Rugaiais a : j Seca 


t ait 


g 
* 


Information on this organization ig confined to Russian 
emigre reports Z1f and ‘te i “ report ; 
a] concerning a joint Sing-Seviet commission |. 
{presumably he's same referred to here as the Industrial Projects 
Commission). which was to control 80 percent of Manchurian indas- 
‘try. the USSR, was to fill the director’y © 
position for ‘the, first # years, and the position woald be. rofated’ 
thereafter, Although the Jack of information on this organization 
from 2 wider LARGE | of SQurdia, raises some, doubt as ta ita actual ” 
existence, . sich | # cormigiion \ would be a Tey ical body | to carry 
out the: coordination and planning Recessary to effect the Soviet ald 
program for. the ‘induatgial development of Communist China,’ This 
would. apply garticulgely fo the | Program fox Soviet assistance | in 
the renovat sot d construction of. the 156 jarge projects which | are 
wiet : 


4 ae " nee 
to recelve aid. + 


2 Met Om we 4 
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* Continued on p. 31, 
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OF. Soviet Economic Assistance to Bloc Gountries, 





A. Foland. 


Since 1946, Poland has been the recipient of $614 nidiHon 
worth of credit from the USSR, an.amoant equal to more than halt, 
the total credit extended to the European Satellites, The major credit 
apyeement between the USSH and Poland as gdhown in Table 3% pro. 
vides for $450 million worth of credit in 1948.56. Anothex major 
agresment waa for $100 million in credit in 1951-58. Mo mew credit. 
agrecments are known to have baen signed since June 1950, 


In addition. ta equipment supplied dn. exedit, the USSR, hae 
assiated Poland by providing plans, patents, and information on 
technological advanced free of charge (eee Table +}, Between 1951 
and 1953, about 300 Polish apecialista received training in the USSR. 24/ 
‘This number wae in addition to those who Were given apecial training 
in the operation of complete induatrial unite being provided by the USSR. 


, During the past few years the USSR has provided equipment 
far more than 40 Polish fsectories, planta, mines, and electric power 
gtations, 25/ Perhaps the oulstanding Soviet-aid project im Poland is 
the Jenin. ‘Metallurgical Plant near Krakow, the major investment of 
the Poligh Six Year Pian, Between 45 and 85 percent of the machines 
wad inatallations for this plant, which is estimated to cast over $200 
million, 26/ are reportedly being supplied by the USSR under the 
terms of the Janwary 1948 agreament. anf 


Table der inficates and dase tribes Polish industries and 
pisute one to be receiving aid from the USSR, Bees 





# Fane 3 fallows on p. 32. 
* B. 9, above. 

*¢% Table 4 follows on p. 36. 
eeée Conhinued on pop. 39, 
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BB. Caechoglovakia. 


if the report of a Soviet loan ‘mounting to $200 million is 
correct, then Gzechoslovakia has received approximately $254 mil. 
lion in credit from the USSR hetwean 1947 and 19S] {ace Table 24}, 
Less than $30 million of credit, however, was extended for tha ; 
financing of imports from the USSR. Because of tha advanced atate“ 
of development of its indus try, Geechoslovakia hag net needed. -- 
and in truth has received but relatively little +. capital equipment 
and technical aid from the USSR. 


A metallurgical plant and 4 foundry combine at Kunice ara 
known ta have been supplied with modern Sdviet squipment under the 
#uidance of Saviet experts, 49/ and the Czechoslovak coal mining 
industry has received Soviet eqaipment and technical guidance. 50/ 
In May 1954 a technical assistance agreement for chemical factories 
wal signed with the USSR, but details are mot known, Sif 


G. East Germany, 
ok 
Between May 1950 and December 1954, East Germany re» 
portedly received slightly more than $344 million of credit from * 
the USSR (see Table 3). Over $179 million of this credit was granted 
in July and September [953, largely to. finance the importation of 
food and raw materials from the USSR. A loan of approximate ly 
S161 million in any desired currency wag reported in December 1454, 
it is believed that this loan will be used for the purchade of indua. 
trial goods, machinery, and consumer geode. As in the case of 
Gsechoslovakia, the lewel of the industrial development of East 
Germany it high relative to that of the USSE. Therefore, raw 
materials rather than capital equiproant have comprised the major 


‘portion of cammodities received from the USSR on eredit. 


fwo-way exchanges of technical data have been carried Guat 
in the past and are to be continued. In 1954-55 the USSR is to ¢upply 


* FP 324, above. 


oo ae 











Rast Germany with technical blueprints for some metallurpical 
eqiipment and for some types of aigricultaral machines, a6 well 
as technical data on metallurgical praceeses for production in the 
machinery, building, chemical, and other branches of industry 
(gee Table 1+} ‘ 


Soviet investment in Bast Germany has, by and large, 
amounted to a negative «am. In December 1948 the Wash. ordered 
that 216 of the laygest and moat important enterprises, with an | 
estimated current value of over $1 billion be transferred to Soviet 
ownership, Subsequently, theae plants, which are bmown by the 
abbreviation SAG (Sowjetieche or Staathiche Aktiengeaellschaften} , 
paid the USSR a yearly rental en property, nd installations, ag 
well as their profits, if aty. Bal ayadt done plants were re~ 
turned to East Germany in 1947, 23 were returned in 1950, and 

66 in April 1952, s3f 


in 1946, Soviet properties accounted for about one «thicd 
of total East German industrial employment and output, This 
proportion wag retained, with the growth in the value of retained 
propertics sxceeding the valua of raturned properties watil April 
1952, when the proportion dropped to 20 percent. Under economic 
concedsions granted in August 1953 the USSR cancelled Kast 
German reparations payments at the and Of 1953 and returned all 
but one of the Soviet enterprises to East German ownership in 
January 1954, The one exception is the Wismut AG uranior 
mining company which reportedly became a joint Soviet-East 
German corporation, §4/ "Tha ISSR. has apparently received 
cempensation payments from East fermany for what may be esti-. 
mated us two-thirds of the value of Soviet enterprises turned aver 
to East Germany before August 1953, The remaining payrmente - 
for these enterprises were afficially canceled at this ‘time, and 
ho compensation wie required for the latest transfers," 55f 


0D. Ramana, 
pat feaccksiaeiea 


Gredits to Rumania from the USSR appear to have been 
small and infrequent. Apparently, only the £10 million loan of 


a cee ee 
* BP. 9, above, 











1947 made any allowance for capital goods, the previous credit having 
consisted entirely of wheat valued at about $22.5 million (see 
Table 3*), 


The major Soviet economic influence in Rumania has been 
the joint stock companies known as the Sovroms. .Thesa- Sovroms, 
which dominated avery vital sector of the Rumauian ecanoniy, were 
nominally jointly owned on an equal basis by the USSR and Rumania. 
Actually, however, the Soviet contributions did not meadure up to 
these of Rumania, the Soviet shares having been composed of assets 
acquired on the basis of very loosely defined German control, The 
USSR, wag puaranteed a certaindevel of protite from thease joint 
companies, The "investment" of the USSRMin thé companies was. 
dargely accomplished by reinvestment of the profitan aceruing it. 
its favor. 56/ 

In 1954, nearly all of the Sovrome-were raturned to Rumania, 
which roust pay for the Soviet shares in these cotipanies aver a 
period of several years, The USSR retained a shares in Soyrompetral, 
which controls Rumanian oil Broadtietion, and in the Soviet-Thurnanien 
Quartgite Company, which toines uranium ores, G7 Sevrompetral 
is the country's most valuable industrial agyet, 77 ; 


Soviet assistance in the reconstruction and development of 
the Rumanian economy has been concentrated on the basic ofl, metaNlurgi- 
cal, and power industries, but the lighter industries have alsa been 
receiving considerable aid. ‘ 


Teble 5#* indicates and dager ibag Rumanian industria and 
plants receiving aid from the USSR. It has not heen possible ta indi- 
cate in all cages which plants have been }Gintly owned, but it is 
probable that most were ander joint erin al, eaok 





tp 42, above, : 
Table 5 follows on p. 42. 
ere Continued an p,- 46, 
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E. Bulgaria. 
The Soviet loan to Bulgaria of $5 million in 1947 appear to 


have been the only one granted by the USSR, This loan wag to have been 
paid off over a period of 5 years by shipments of tobaceo and other 
evods from Bulgaria {aea Tahlia ta 


a 
+ BE 32, ahewse - Yee 
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Tk is not known what form of technical aid is paid for by the Ministry 
of Finance, but, since tha Ministry of Mational Defense presumably 
handles military aid, it does not seam Hlogical to asaume that the 
remittances from the Ministry of Finance are for technical aid of an 
economic nature. " ° 


f 


An agreement signed in Gctober 1954 provided for the 
tranaler to Bulgaria of Soviet shard’ in J of the 4 joint stock come 
panies in Bul@sria, The veturned companies are MOR BSS (ship. 
building), TABS teivil aviation), and SOVBOLS TROY (building 
materials). No mention wag made of the Soviet Bulgarian Quartz ite 
Company {uranium mining). Bulgaria is to pay for the Soviet sharas 
over a period of years, ge/ 


By asgisting in the construction af a few select enterprises, 
the USSR has made a valuable contribulion to the basic industrial 


* 


~ FE. 





complex of Bulgaria, The ¥. 1 Lenin Works, built largely with 
Soviet equipment and under Soviet direction at Dimitrovgrad, is 
that country's first aml only steel mill, In addition to enabling 
Bulgaria to establish 4 steel industry, the USSR has aleo played 

a Significant role in the construction and improvement of power 
installations, which are essential to further industrial develapment 
Bulgarian agriculture hae received a considerable amaunt of Soyidt 
assistance im the form of Soviet advisers, equipment {1,363 cam- 
hines were provided by the USSR in 1950-51 83/}, and the eatab- 
lishment of a large nitrogen fertilizers plant at Krichim, * 

Table T+* indicates and describes Bulgarian industries ami plante 
receiving Zid from the USSR. + 


® 


me 


F. Albania, 


The USSR extended an aninown amount of credit to Alhania 
in February 1951 (see Table 3##%#), Since that time a number of 
Albanian plants have bean receiving capital equipment under this 
agresment, which extends credit Inta 1945. 


The USSR has made no effort to establish a metallargical 
widustry in Albania and has helped te develop only one amall 
electric. power atation. The niajor partion af Soviet aid has heen 
directed to such developments ag the Cerrik (Hl Refinery, the 
Stalin Textile Corabine, and other smaller light industrial plants, 
Table &+s# indicates and describes Albanian industries and 
plants receiving aid from the USSR. +++¢+ 


Urs 
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* See Table 1; p. 9, above, for a description of technical aid 
boing exchanged between the twa countries. 
=* Table 7 follows on p. $0, 
eee PL Fe, above. 
fee Table § follows on p. 53; 
tote Continued an p. 3h, ‘ 
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G. Hungary, 


The USSR has given congiderable assistance to the basic 
davelopment of the Hungarian economy, The longterm Soviet- 
Hungarian trade agreement for 1952.55 specified that the USSR 
was to deliver equipment and complete enterprises to Hungary. 

Noa details are imown ag to the value and extent of this agreement, 
but prosumably the equipment was provided on long-term: credit; 
There are recent reports of a new $27 million Soviet loan to |: 
Hungary in the form of precious metals and congumeér goods. ~*~ A - 
Toan in the form of precious metals could indicate an intent te 
finance purchases from Western nations (see Table ci 

The outstanding projects which the USSR. has helped to 
establish in Hungary are the aluminum plant at Inota.and the steel 
combine at Stalinvaros, The addition of the Inota plant has virtually 
doubled the Hungarian output of alaminera, and the: operation of 
some new facilities at Stalinvares is reported to have increased 
the country's output of pig iron by 30 percent, 103; 

i 
. * The USSR also has assisted in equipping new Hangar las 
textile mills and has been active in providing technical documents, 
advisers, and technical training for Hungarian workers (sce 
‘Table 1), 


4A recent agreement of Novernber 1954 made provision 
fox the transfer to Hungary of Soviet shares im the five joint stock 
Cotipanies organized in 1945-46. These joint companies dominated 
Hungarian river and air traneport and the oil and aluminure indus- 
tries. Hungary is to pay for the Soviet shares over a period of 
years oa “praferential terms.** Qne source has reported that the 
Sale price of the Soviet shares in the joint companies for shipping, 
oH, and air traneport amounted ta the equivalent of $92 million, 1o4/ 


Table ot indicates and describes same Hungarian indus - 
tries and plants known to have been conetrusted with aid from the USSR. 


# 6. U2, above. 
eh FL 9, abowe, 
ees “Table 9 follows an p. 37. 
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HK. Austria, 7 


Soviet economic relations with Agetvia have beemexploi-~ 

tative rather than constructive. The USSR-has made no attempt 
to. develop the Austrian economy ag it hag the ecanomies af the: 
other East Sdrapean countries under its control, presamably — 
because the terms of the- Austrian peace treaty are still being 
debated by Allied and Soviet diplomats.“ ; . 

w , ne 4 “ ou 
; ‘Since the end of the war a small but significant share .of 
the Augirian-d@conomy in the Soviet Zone of Occupation has-been 
‘ander “the coritrol of the USSR. The Soviet-controlled properties . 


‘ fate the, segult of a free, ondlateral inter prapation by the, USSR, of 


‘the padvisions of the Potsdam Agreement concerning the dis. 
position-of German asgeta in foreign countries, 113/ The USSR 

has made contribution’ to the economie sectors under ita control, . 
but, because it is the ‘sole beneficiary, thege investments can 
hardly be classed as economic aid te Austria unless these proper tiea 
eventually revert to Austrian control, There has been no indication 
in recent months of a change in the status of the Saviet holdings in 
Austria’ : 


The Administration of Soviet Property in Austria (Upravleniye 
Sovetskogo Imushchestva Augtrii .. USIA) owns more than 240 
indastrial and commercial enterprises in Austria as well as a chain 
af nearly 250 retail stores developed since 1948. The net annual 
profit accruing.to the USSH from the operation of the USLA enter . 
rises is estimated to ron in the neighborhood of $30 million, Liat 

re 


Another Soviet organization, the Soviet Mineral CHE Ad- 
miniatration (SMV), controls the oil properties within the Soviet 
one, Assuming that about half the Shipments ef SMV ail and oil 
Products going ta Soviet Bloc countries are fully paid fox, the 
net profit from the operation of these Properties Is now about 
$40 million per Year. iiSy , 








Re 








i. Communist China. 


Soviet economic and technical asgistanes has been of con- 
tiderable importance ta the reconstruction and development of the 
Chinese Communist economy Fince 1980, uA large volume of Soviet 
eqhipment and raw materiale haa been supplied to China, The use 
of Soviet technicians, techniques, processed, patents, and other 
technical data hag heen a vital fachor in the Chinese Comraurist in. 
dustrial development under the First Five Year Plan, Soviet 
eredita, “although comparatively small, 
hive contributed to Chinese sconoamic growth, On the other hand, 
Soviet economic and technical aid to Communiat China, aa to the 
European Satellites, affords the USSR an GPportiinity te exert 
influence upon the Chinese economy and institutions. , ‘he Pte donce 
af Soviet advisers ‘and widespread adoption of Soviet techniques and 
methoda of economic planning, management and control procedures, 
ad industrial procesess are creating in China an economic system 
which is a close copy of the Soviet system. 1idf 


a 





Soviet contributions ta the formation of joint companies 
with Communist China have been made aa a form of economic and 
technical assistance. At the sume time, these companies have given 
the USSR an economic contrat device which has heen Yelatively im. 
portant in certain areas. ‘the four joint compunics which ave cur. 
rently operating aa such in Communist Chins Were itabliahed by 
agreement in 1950-and 1951, ‘The Sing-Saviet Joint Stock Petroleum 
Company wae established for the development of the ofl resources 
of Ginkiang Province, The Sina-Saviet Joint Stack Nonferrous and 
Hare Metala Company established for the oxploration, Prospecting, 
and extraction of nonferrous and tare metals in Sinklang Province 
ated the Sing-Saviet Joint Stuck Company for Aviation (SKOGA), which 
if in charge of air transportation between Communiat Ching ard 


we 














wie USSR, wete sat up by the Sino-Soviet agreement af 47 March 
i930. 125/ The shipbuilding facilities at Dairen, wider the control 
of the USSR from the end of World War It, were placed under the 
Sino-Soviet Shipbuilding Company in 1951. t26/ 


On I] October 1954 the Chinese Communists and the Ruseiane 
issued a joint statement fram Peking concerning a major Sino-Saviet 
agreement which provided, among other things, for the transfer af 
the Soviet share in the operations of the four joint Sine-Soviet corm- 
panies to China, starting | danuary 1955. Payment for the Soviet 
share will be made “ower the course af several years by supplies 
ef goods which are the uaual export commodities from... China. © 


~ Al « 





This tranafer is attributed to the fact that China has advanced 
economically arid technically to the point where ite awn econemic 
organisations “can themselves. direct the operations of the enter= 
prises included in these joint companies." An admission of the 
continging technical inadequacies af Communist China is, hawever, 
implicit in the Agreement on Sclentifie and Technical Cooperation 
announced at the game time, Although phrased carefully to indicate 
anh equal exchange of technical data and personnel, there ia littl 
doobt that most of the flow ia from the USSR te China, lfi/ There 
is no dowbt that the USSR will continue to furniah technical and 
probably adminiztrative advice for the operation of these companies 
for a considerable period, : 
24. Soviet Personnel. = 

in apite of numerous references to Soviet technical 
personnel in the Chinese press, no reliable totals are available on 
the number of Saviet specialists assigned t@ Communint Ghina. 
There are indications that the total mary have Ductuated considerably, 
since the average term of Soviet personnel in China is estimated to 
be oaly:4 years. 128/ It had previously been estimated that appraci- 
mately 70,000 Soviet military and technical personnal arrived in 
Ghina in 1956. 129/ A later weport, based on a Japanese source, 
estimated that there were 40,000 Soviet military and technical ade 
visers in China in 1952, including 21,000 civilian technical special. 
‘ists, 130/ A still later tatimate, for early 1954, put the number 
ak 20, 000 to 30, 000 technical and military advisers, 131/ It appears 
that daring 1950 and 1951, advisers and techniciana on military 
training, military construction, atl yailroad maintenance and 
opecations predaminated. During 1952 and 1953, more etphasis 
wae placed on economic Planning and on other technical prajects, 
Pable 11* contains a summary of available information for 1953 
on the technical and advisory capacity of some 600 Soviet technical 
and nonmilitary personnel. 


sehr dite gy 


* Table 11 follows on p. 63, 
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Table 1} 





Distribution of Soviet Adviaers and Techniciane 


Sent te Communist China af 132} 
1953 


Technical trade and procurement repre sentatives 
Education, printing, and publishing apecialyets 
Agriculture, forestry, and fishery specialists 
Health and social services specialists 

Information. serviced — 

Machine building sas 
Light industries 

Radlroad tramapertation - 

Nonferreug metallurgy 

Paper and pulp industries 

Electric power industry 

Ferrous imetallorgy 

Telecommunications and equipment industries 

Road communications 

Molter transport - 
Defense, finance, economics, and fedlogy advisers 
Water brass portation re ' 
Trade union advisers 


‘Goal industry 


Chemical industries 

Geodesy, raekeorology, and cartography 
Congtruction materials industry 
Architecture 





Percent 
of Sample b/ 


a 
2 
8 
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a 


a a 
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* 


+ 


a 
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Reta al te : 


a. This is based on about 600 known cases, which is considered 


to be a representative sample of an unknown total, 


b. Because of rounding, percentages do not total 100, 
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The Sing-Seviet Agreament announced on 11 October [954 
brovided that the twa sides should “send specialists to give technical 
assistance and acquaint each other with their achievements in the 
fields of science and techticlogy" {see Tabla 1#). In the past, this 
has consisted of Soviel advisers and techticians being sent to Com- 
manat Ching and Chinese students and workers being sent to the 
USSR for technical training. The question of hayments for thece 
services was not clarified by the anoaincement, although it was stated 
that the exchange of technical data thould be free of charge. There 
ig little doubt that the Chinese are paying for the technical aid ex. 
fended by-the TSSk, even though the actual pattern af Bavinerty *¢ 
“** clear yet, oc f ; 


a 5 


3, The 156Project Soviet Aid Program, 





Several agreements have been aigned by the USSR and 
Communist China in which the USSRohas extended economic and 
technical sasietanes for the industrial development of the Chinese 
economy. Tn tetal, these agTGemMents comprise a Program of sid, 
consisting of Soviet aid to Ching for the reconstruction, expansion, 
and construction af 156 industrial enterprises, This Program wag 
started in 1950 and is schedule far completion by the and of 1959, 


* FP, 4, ahove. 
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Under the agreement of 14 February 1950 the USSR 
agreed to supply Communist China with equipment and other 
matarials for the reconstruction of restored and newly built in- 
dustrial enterprises. 135/ On 26 March'1953 the USSR agreed ta 
as@ist in the expansion a and construction af electric power stations, 136/ 
In the gummer of 1953 an agreement was signed providing for eco+ 
nomic and technical assistance to Ghina in the congtruction and : 
renovation of 91 additional enterprises and economic and technical 
aid in the 50 enterprises then being built or renovated. 137/ On 
LE October 1954, protocols were signed on the granting of 
assistance by the USSR for building an additional 15 industrial entex- 
prises and on increasing by an-amount valued at more than 400 mil- 
liou rubles the supply of equipment for the V1 enterprises Covered 
in the previoudly signed agreement. 138/ 


Soviet esaistance to these projects is “fram beginning 
to ond" -~ from the selection of factory sit@ir, the collection of data 
for planning perposes, and the actual planning, to the supply of 
equiptient, the direction of constrection, the installation of machinery, 
and the, tarning out of new products. 129/ Soviet contributions to 
the 156 projects have been stated to be roughly 50 to 70-percent of 
the equipment, semimenutactures and materials. The Chinese are 
o gupply 30 to 50 percent of the goods needed. i40/ 


Some 400 projects have heen acheduled for the period 
of the First Five Year Plan. The 156 projects in which the USS 
is assisting constitute the largest group. 141/ Chou En-lai in his 
speech before the National People's Congress, 23 September 1954, 
shated that 17 projects have been wholly or partly finished and have 
begun production, including the heavy rolling mill, seamless steel 
tubing foiil, and steel sheet mill of the An«shan Iron and Steel 
Company, as mel ag the Hai-chou Opencut Goal Mine at Fou-hsin. dey 
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te [9S4 are im their early or Planing stage and, therefore, are not 
considered by the Chinese as being started, 

as the primary emphasis of the Chinese Garm- 
munist First Five Year Plan and the Soviet aid program «~~ that is, 
emphagis upon the reconstruction, expansion, and construction of 
planta of the heavy and electric Power industries. In heavy industrial 
dawelopiment, probably the major accomplishment thus far has been 
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the work in restoring and sxpanding the An-shan Metallurgical 
Combing in the northeast, Saviet Participation hae bean a vital 
factor here, Table 134 lists the major projects at the Anshan 
Metallurgical Combine which have received Soviet aid. Blectric 
power projects receiving Soviet equipment and technical assistance 
are also listed in Table 13, Many of the projects at the An-shan 
Cotsbine are noted to be replacements of old facilities. Soviet 7 
equipment to these projects in same cases would be primarily a 
replacement for equipmont taken out by the USSR after World 

War I, : 


Soviet assistance te these Btojects has heen a yital 
factor in the industrial development of Conimunist China Sitte 1959, 
Without Soviet aqqyiprment ard technical aid, the Progress which hag 
been made under the First Five Year Plan would have been irapos. 
side. The dependence of China on Soviet equipment and technical 
aid, on the other hand, provides the USER"with the opportunity to 
influence the nature and rate of Chinese industrial development, 
The presence of Soviet technicians and the widespread adoption of  - 
Soviet techniques and methods of economic planning, management 
and control procedures, and industrial Processes, even without 
any other exertion of Soviet influence on Chingse Communist eco. 
nomic policy, are strong factors contributing to the development 
in China of an econornic Syatem which is a clase copy of the Soviet 
aystom and is closely oriented toward the USSE.. 

#&. Soviet Long-Term Credits fo Gommianist China, 
ne 

Two long-term credits are known to have been extended 
by the USSR to Communist China for its industrial dewelapment {Set 
Table 53}, Phe agesement of 14 February 1950 extended a credit 
of $300 million to be utilized in equal amounts over a puriod of 5 
years beginning 1 January 1950. Qn If October 1964 9 credit of 
$20 million rubles ($140 million} wag ¢xtemdéd. Information ean- 
cerning the terms of this credit was net released by the Chinese 
ommuniste, The context indicated that the credit was ta bea used 
it conjunction with the | S6~project did Program. The following are 
possible alternative reasons fore the mew Soviet credit: t+ 


-* Table 1% follows an p, 68. 

oe P42, abave. 

e% Continued on p. 70, 
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a, The credit‘may be a continuation of credits along 
the line of the Sina-Goviet Ald Agreement of 1950. 


b. The credit may be for the express purpose af finame ing 
a portion of the Soviat deliveries of capital goods through 1955, enabling 
Communist China to reduce planned food exports’ without cutting hack 
on scheduled investment. This could be necessary, ih view of serious 
flooding of surplus food» producing areas, 


“c. The loan, in part, may be for refunding the former 
credit which the Chinese Commumista, hagitming.in 1954, mut pay 
off at the rate of $30 million annually fox” 10 Tenees, ids} 


It ia possible that when the joes. cxedit | is exhausted, 
additional credits will be sought by the Chinese Cormmunists. The 
sine of the 195-4 credit indicates that future credita may be made 
onty when Chinese exports do not yield sufficient lercign exchange 
ta pay for the imports desired. 
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Some relatively minor gifts of equipment and technical 
aid have been given by the USSIL to Gotamunist China. For eeninple, 
the Soviet delegation which concluded the Sino-Sovict eeonomic agree. 
mente of 11 Octobar 1954 announced on 12 Getober 1954 a gift af 
equipment (including 94 tractera, 100 combines, 38 trucks, farrn 
tools, power station, and communications equipment) and services 
of Sovist experts for the first year, to enable the Chinese to 
organize a state grain farm of 49,423 acres which would be a beg in. 
ning in reclaiming waste and virgin lands, isif 


These minor gifte and the Soviet exredits, however, do 
not pay for much of the material, assistance ~~ that is, eq tipment 
which the USSR is supplying for the 156 Erdjicta” This Saviet 
equipment ig paid fox by Chinese exports. This. view is supported 


. by the following statement from an editorial in Jen-min Jih~pao of 


10 March 1994: "Although it is parmiagible for us to mainly depend 
upon imports of equipment in the industrialization of the cour y, 
yet if is neither good, nor possible to mainly depend upon leans to 
carry odt the construction... 4 Lsef 


% = 
J. Morth Korea, 


Thera were some indications of Soviet aid to Morth Korea 
as early as 1948. This included Soviet technological assistance in 
the restoration of iron ard stext works destroyed in World War IZ, 
including restoration of the Kangao Steal Plant and the Hasju 
Machine-Manufactering Plant. Assiztance wan also extended in 
the tianufacture of copper pines, wire, and silicon steal plates 
at the Songjim Steel Plant. A metalllicgical inatitute wag estab- 
lished at P'yongyang by a Soviet specialiat, 33/ 


Oo lv March 1949 4 ld-year Econamic and Cultural Pact 
WHE Signed by tha two countries, In additian to providing for trade, 
and cultural interchange, supplemental aereamants signed at the 
aime time provided Soviet aid for North Korea. This aid con- 
sisted of a $40million 2-percent lean for the purchase of indus - 
trial equipment and raw materials, to be repaid in the J years 
following l. Joly 1956. Tb aleo: provided technical seaiatance Cor 

















North Koxean industry and agriculture [see Table 3+), Although this 
aid was uot particularly penerveus, it was, a¢ far as the American 
Embassy in Seoul knew, the anly credit extended until 1953. 154/ 


it September 1953 the largest manifestation of Soviet aid 
occurred. The USSR granted 1 billion rubles ($250 million) ag 
outright aid without compensation, 30 percent to be aged for the 
buildup of military armament, 25 percent for Light industry, ard 
25 percent for heavy industry. 155/ In late December 1953, 
Kim D-sung announced that the TSR had decided to remit the entire 
“war debt" of North Korea and had granted easier terms on the 
repayment of the prewar credit. I: wag later revealed that half 
of the 1949 debt was written off and the re, iwining payments were 
to be made over a nuniber of yeire, This generosity was largely 
offset by the annbuncemeant that the | billion Yubles ($250 million} 
would not be expended on North Korea in ] year but woild have ta 
last ontil the end of 1956. There ware na ‘P¥omises that additional 
grants would be forthcoming in the future, is6/ 


_ | #& North Korean press announcement of 7 October 1944 
indicated that the USSR had alygédy sent equipment and materials 
for rehabilitation, construction, and daily necessities, ainounting 
ig value to about 400 million rubles {G75 million). Complete equlp- 
ment had been sent for factories ated plants including cément works, 
4 sulfuric acid factory, textile milla, a ment combine, and power 
stations. The factories and plants were noted to have been equipped 
with new advanced techniques with the aid of the USSR, the People's 
Republic of China, and the other people's democracies, Technicians 
also have been sent to Nerth Morea by Uhese. countried, Asaf 


The aid program to Morth Keres is interesting ag an exper i= 
ment within the Sino-Soviet Bloc in a seemingly genuine and co. 
ardinated aid Pragram, 158; Apparently the USSR and Caomumanist 
China are intent on reconstructing the Morth Kovenn economy nore 
rapidly and efficiently (a¢ an integral part of the Sing-Saviet Blact 
than the South Korean economy is ta be reconstructed by US and 
UN aid, La9f 


* OB, 42, shew. 
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APPENDIX A 


COMPARISON OF SOVIET CREDITS TO BLOC: COUNTRIES 
WITH US GRANTS TO” WESTERN EUROPE = 
UNDER THE EUROPEAN RECOVERY PROGRAM 









On the agsumption that the long-term credits extended by the 
USSR, to the Soviet Bloc countries were utilized in equal installments 
aver the length of the agreements, it appears that the annual amount 
of credits utilized. in 1990-55 varied from a low of 500 million rubles 
in 1951 and 1952 to a high of 1.2 billion SWBies Tn 1055 {$125 million 
and $300 million, respectively, at official exchange rates}. These 
cradita ranged from ane-twentieth to one-tenth of 1 percent, respec - 
tively, of the estimated Soviat Brose national product (GNF) in those 
years, [60/° sie 


By comparison, the grants to Western European countries by the 
US under the European Recavery Program ranged fram $4, 4 hillion 
in i949 to $1.4 billion in 1993, or between 1.7 percent and t. 4 pers 
cent of the US GNF far those years, Tel 


The ratios of loang or grants to GNP may be used ag a reugh 
measure of the relative burdens imposed on the US and Soviet econo- “ay 
micé by these assistance programs, Comparison of the ratios for 
the twa countries indicates that the largest US gxants in 1949 repre. 
gent & burden nearly iT times greater than that of the astimated 
peak Soviet credite in 1985, Ewven'the smallest US ratio (1953) is 
four times greater than the highest Soviet cratic (1955), 

In dollas terms the-peak US grants of 1949 were over 14 times 
larger than the $300 million which it ig estimated the VSS will 
land to its Soviet Blac partners in 1955, whereas the ginalieeh US 
grants under ERP were nearly 5 times larger than the estimated 
Soviet 1955 peak. 


* Giurrent 05 dollars at official exchiinge rates, 
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It should be noted that the corparivon of the dollar equivyalenta 
calculated at the official exchange rate is favorable to the USSR. be~ 
cause the ruble ie considerably overvalued. Furthermore, the ~ 
Soviet credits are to be repaid at some futore date and therefore are 
in the long run considerably leas of a sacrifice than the- outright 
grants. Consideration should be given; however, to the fact that 
the impact of an investment of given size is greater on a small 
economy than ona large one. For this reason the relative shork- 
run effects: of US and Soviet aid, upon the respective recipient 


“economies may unt be quite as disproportionate aa the cCoOMparison, 


of the relative burdeng and dollay valuas would indicate, 
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’ APPENDIX B 


GAPS IN INTELLIGENCE 





From the point of view of this report there are the following 
three major gaps in intelligence on Saviet ecotiatnic aggintance to 
the Sina-Soviet Bloc countries: 


i. Information on cradit apreements between tha USSR and 
Seviet Bloc countries is incomplete. In the cases of Albamid and 
Hungary, for example, long-term agreenitnts dre in effect for 


& 


delivery of capital equipment on credit from the USSR, but nothing 


ja known of the magnitude of these agreements, In other cages, 


reports on the value of loans are available, but information about 
provisions is either lacking o indefinite, — . : 


2. In many cases it ia not known how much and what kind of © 
equipment for a particular installation is actually being supplied — 


by the "USSR. Without this infermation it is difficull ta make an 


ACCHYath aAssesament of Soviet aid. 
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